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Re:  MUR 6823 — Mississippi Conservatives and Brian Perry, in his capacity as
Treasurer of Mississippi Conservatives

Dear Ms. Collins:

Please accept the following Response filed on behalf of Mississippi Conservatives and
Mr. Brian Perry (in his capacity as Treasurer of Mississippi Conservatives) with respect to MUR
6823 — the Complaint originally submitted to the Federal Election Commission (“FEC” or the
“Commission™) on May 15, 2014 (and supplemented on May 19, 2014) by the Tea Party Patriots
Citizens Fund and Ms. Jenny Beth Martin, its Chairman. For the reasons set forth in the
Response, the Named Parties do hereby request that the Commission either dismiss MUR 6823
in its entirety or, alternatively, make an affirmative determination that there is “no reason to
believe” any violations have occurred in connection with the present matter.

Thank you in advance for your time and consideration of this request. Should the FEC
have any questions regarding the Response or require additional information concérning the
arguments or information presented therein, please do not hesitate to contact me by phone or e-

mail.

Stefan C. Passantino

Designated Counsel for Mississippi
Conservatives and Mr. Brian Perry, in his
capacity as Treasurer of Mississippi
Conservatives
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Mississippi Conservatives; and Brian ) MUR No. 6823 % J o !
Perry, in His Official Capacity as ) -
Treasurer of Mississippi Consetvatives )
)

RESPONSE OF MISSISSIPPI CONSERVATIVES AND BRIAN PERRY, IN
HIS CAPACITY AS TREASURER OF MISSISSIPPI CONSERVATIVES,
TO THE COMPLAINT OF TEA PARTY PATRIOTS CITIZENS FUND
AND MS. JENNY BETH MARTIN IN MUR NO. 6823

- July 3,2014

STEFAN C. PASSANTINO

MCKENNA LONG & ALDRIDGE LLP
Designated Counsel for Mississippi
Conservatives and Mr. Brian Perry, in His
Official Capacity as Treasurer of
Mississippi Conservatives
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Before the
FEDERAL ELECTION COMMISSION

In the matter of:

Mississippi Conservatives; and Mr. Brian Perry, MUR No. 6823
in His Official Capacity as Treasurer of
Mississippi Conservatives

RESPONSE OF MISSISSIPRF CONSERVATIVES AND MR. BRIAN PERRY; IN HIS:
OFFICIAL CAPACITY AS TREASURER OF MISSISSIPPI CONSERVATIVES, TO:
THE:COMPLAINT OF TEA PARTY PATRIOTS CITIZENS FUND AND |

' MS. JENNY BETH MARTIN "

The following response (“Response”) is submitted on behalf of Mississippi Conservatives
(“MC”) and Mr. Brian Perry, in his official capacity as Treasurer of Mississippi Conservatives
(collectively, “Respondents” or the “Named Parties”) with respect to the original and
supplemental complairi'tsl (MUR No. 6823; the “Complaints™) filed by the Tea Party Patriots

Citizens Fund (“TPPCF”) and its Chairman, Ms. Jenny Beth Martin (collectively, the

“Complainants™). As discussed in further detail within this Response, the Complaints authored

by TPPCF and Ms. Martin against the Named Parties have no'basis in either law or fact. Rather,
they amount to nothing more than a conveniently-timed, politically-motivated attack, which was
designed solely to drain the time and resources of the Named Parties, and to generate negative
media coverage of MC in the weeks leading up to Mississippi Republican primary election.
Based wholly on circumstantial evidence and unfounded speculation, the Complainant accuses

Respondents of violating the Federal Election Campaign Act of 1971 (the “Act”) in a “knowing”

! Complainants TPPCF and Ms. Jenny Beth Martin.submitted an original Complaint against MC and Mr, Perry to

the Federal Election Commission on May 15, 2014, Four days subsequent fo that submission, on May 19, 2014,
Complainants filed with the Commission a “Supplement” to the primary Complaint. This Response seeks to rebut
the baseless allegations made in both the original and supplemental Complaints tendered by TPPCF and Ms. Martin.

-1-

[Lry—"



A= PN B o I GO

and “willful” manner, and asks the Federal Election Commission (“FEC” or the “Commission™)
to investigate and pursue enforcement action against the Named Parties. Given the baseless
nature of the instant Complaints, the Commission should reject Complainant’s request and. move
to dismiss the present matter under review against Respondents.
I. Introduction

Respondent MC is an independent expenditure-only federal political committee
registered with the Commission, which was established primarily to support proven conservative
candidates seeking election to federal office representing the State of Mississippi. In the race for
the Republican Party’s nomination for the 2014 Mississippi U.S. Senate race, MC independently
supported six-term U.S. Senator Thad Cochran against numerous opponents, including
Mississippi State Senator Chris McDaniel. Complait_i'a:it TPPCF, unsurprisingly, is a rival
independent expenditure-only federal political committee that endorsed State Senator McDaniel,
Senator Cochran’s chief opponent during the Republican primary. In the midst of a heated battle
for the Republican nomination and less than 'thrse weeks before the June 3, 2014 primary
election, Complainants filed the present Complaints with the Commission alleging that the
Named Parties “deliberately, knowingly and willfully” violated various provisions of the Act and
its associated regulations by: accepting an “illegal contribution” from a federally chartered
depository institution by receiving an “unsecured, uncollateralized ‘loan’” from Trustmark
Natignal Bank; ‘“conscious[ly] and deliberate[ly]” failing to disclose the existence of the
certificate -of deposit collateralizing the bank loan at issue; “conscious[ly] and deliberate[ly]
hiding the identity of the source/owner of the certificate of deposit” at issue; “deliberately fil[ing]
four false FEC reports and failling] to file accurate FEC ieport[s]”; and *‘hatching and

impleménting ... [an] unlawful scheme” to commit violations of federal campaign finance law:
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(Original Complaint, pg. 3-4; Supplemental Complaint, pg. 2 and 7-9). From the tirning and
politically-charged language of the Complainants' submissions, the utter lack of substantiation

for their allegations, and the degree to which the Complaints were actively promoted in the news

. media’ By TPPCF and other individuals supporting State Senator McDaniels, one can only

conclude that this action was filed as a political ploy designed to embarrass MC and others
supporting Senator Cochran in the v;reeks before the primary rather than as a -means through
which to redress actual violations of the Act.

Even a cursory review of Complainants’ allegations compels one to reach the conclusion
that the Complaints are full of politically-motivated hyperbole and are wholly without merit.
Their contents assert that the Named Parties “acted in concert” with Trustmark National Bank
(“TNB™) and its President, Mr. Harry Walker, to “deliberately, knowingly, and willfully” violate
the Act and the regulations of the FEC. (Original Complaint, pg. 3). Specifically, the Complaint
contains four separate accusations of note: (1) that MC -accepted an improper contribution from
TNB by receiving an unsecured and uncollateralized “loan” from the. financial institution; (2)
that MC failed to properly disclose the collateral securing its “loan” from TNB and the identity
of the individual providing such collateral; (3) that MC deliberately filed false and inaccurate
FEC disclosure reports in order to hide the nature of the “loan” agreement entered into with
TNB; and (4) that MC deliberately, knowingly and willfully conspired to hatch and implement
an unlawful scheme to violate federal campaign finance law and FEC regulations. (Original
Complaint, pg. 3-4; Supplemental Complaint, pg. 2 and 7-9). These claims, however, are based
entirely on unfou_nded assumptions, incomplete circumstantial evidence, and erroneous

interpretations of law. As such, there is no compelling justification for the Complainants’

? An example of the Complainants’ media promotion of their claims against the Named Parties is attached hereto as
EXHIBIT #1.
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assertions or reasonable foundation for asking the Commission to pursue an investigation against
Respondents.

As is demonstrated fully below, the claims advanced by the Complainants against the
Named Parties are fundamentally false. At no time since the establishment of MC has the
committee knowingly or willfully failed to meet its disclosure or repoiting obligations with the
FEC, nor have Respondents taken any action independently or in concert with othérs to
wrongfully obscure information associated with the TNB loan or the collateral securing it.
Likewise, at no time since the establishment of MC have Respondents accepted political
contributions from TNB or any other federally-chartered financial institufion, nor has MC
received improper loan.proceeds from any financial institution in a manner that would qualify as
a contribution under the Act. To these points, the Named Parties have taken all relevant and
necessary precautions to ensure that the loan received by MC complied with and was disclosed
in accordance with the requirements of the Act, FEC. regulations, and relevant Commission
advisory opinions. As such, any assertions that MC failed to meet its campaign finance reporting
obligations, accepted improper contributions, ‘or sought to avoid disclosing information
associated with committee loans is altogether inaccurate. Consequently, there is. no foundation
upon which to initiate an investigation of the Named Parties and their activities, nor is there any
reason to cenclude that the Act, its implementing regulations, or any other laws have been

violated,
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I1. Argument

A.  Mississippi €onseryatives Did NOT Receive-an.Impioper Coiitribution fiom-
a Federally-Chartercd Financial Institution, Nor Was: the. Loai. Mnssnssnmg
Conservatives Received from Trustmark National BanlcImproperly Sécuied;

Uncollatcralued, or Otherwise Inappropiiate Under: the Act: or I‘EC.'_
Regulations.

The first and primary allegation raised against the Named Parties in both the original and.

. supplemental Complaints is that Respondent MC received an improper and illegal contribution

from TNB, a national bank. Specifically, Complainants assert that Respondents violated the.
provisions of 2 U.S.C. § 441(b) by accepting $250,000 in funds from TNB via what they
describe as an “unsecured, uncollateralized [loan]’”. (See Original Complaint, pg. 4). According
to the contents of both Complaints, the loan at issue was structured in such a way as to qualify as
an illegal contribution under the Act because it did not meet the requirements set forth in various
FEC regulations, including 11 C.F.R. § 100.82. In support of this point, Complainants allege
that TNB’s loan was not “made in the ordinary course of business” and not “made on- a basis that
assures repayment” because it was not secured in accordance with the standards set forth in 11
C.F.R. § 100.82(e). Nothing could be further than the truth. Despite the claims and conspiracy
theories presented by TPPCF and Ms. Martin, -the loan at issue in the présent matter was
structured and executed in full compliance with the standards of FEC regulations, including
those requiring the loan to be. secured, collateralized, and disclosed to the Commission. Any
assertion to the contfary is merely political banter designed to bring discredit to MC and its
activities in support of Senator Cochran. Nevertheless, Respondents will address dnd rebut. the
charges leveled against them in B_oth Complaints so as to confirm for the Commission that the
activities of MC were in full compliance with federal campaign finance law and associated FEC

regulations. Upon review of the forthcoming facts and arguments, it should be readify appatent
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to the Commission that there is no legal or factual basis to suspect that Respondents- accepted an
illegal contribution from a national bank or failed to structure the lodn to MC in a manner that
was compliant with federal law.

The legal provisions at the crux of Complainants’ primary allegation are the portions- of

the Act and accompanying FEC regulations prohibiting contributions from national banks to

_ political committees and governing loans made by such financial institutions to various types of

political committees. As briefly touched on above, the provisions of 2 U.S.C. § 441(b) and 11
C.F.R. § 114.2 prohibit national banks from making contributions in connection with federal
el;ections, including primary elections for the U.S. Senate. Contributions, as the Commission
well knows, can take a variety of forms, including donations of money, gifts of goods or services
("in-kind contributions"), certain types of loans, and even guarantees/endorsements of certain
types of loans. See 11 'C.F R. § 100.52(a). Personal loans to a candidate or political committee
are typically treated as contributions to the extent that such loans remain outstanding. See 11
C.F.R. § 100.52(b)(2). Likewise, the endorsement or guarantee of a personal loan is typically
tréated as a contribution (counting against the endorser’s or guarantor’s contribution limit) to the
extent the loan remains outstanding. Seé¢ 11 C.F.R. § 100.52(b)(3). Unlike personal loans (and
other types of loans), however, bank loans to nonconnected political committees are. not
considered contributions provided they satisfy the requirements set forth in FEC regulations.
Under the requirements of 11 C.F.R. § 100.82(a), nonconnected political committees are
permitted to obtain a loan from a state bank',_ a federally-chartered depository institution
(including a national bank), or a depository institution whose deposits and accounts are insured
by the Federal Deposit Insurance Corporation or the National Credit Union Association without

such loan qualifying as a contribution from the lending institution if the loan is made in

—t e coma o e b
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olicable banking laws and re; ilations and is fade in the: ordinary course of:
business. For the: purposes of this standard, a loan is deemed to be made in the ord'inar}; course
of business if it: (1) bears the usual and customary interest rate of the lending institution for the
category of loan.involved; (2) is made on a basis that assures repayment; (3) is evidenced by a
written instrument; and (4) is subject to a due date or amortization schedule, 11 CFR. §
106.82(a)(1)-(4). Most of these requirements are fairly self-explanatory and straight forward.
The obligation for a bank loan to be “made on a basis that assures repayment” is described in |
greater detail, however, in 11 C.F.R. § 100.82(¢).

In that regulatory provision, the. FEC declares that a loan (or line of credit) shall be
considered made on a basis that assures repayment if it was obtained using one of two methods,
or a combination of such methods. Under the first method, the loan may be secured using
collateral, such as real estate, personal property, goods, negotiable instruments, certificates of
deposit, chattel papers, stocks, accounts'receivable, or cash on deposit. Se¢ 11 C.F.R. §
100.82(e)(1)(i). In such a setting, the lending institution making the loan must have a perfectéd
security interest in the collateral supplied and the fair market value of such collateral must be
equal to or greater than the loan amount. Jd Under the second method, the loan may be secured
using a written agreement whereby the political committee receiving the loan has pledged futire
receipts to the lending institution. See 11 C.F.R. § 100.82(e)(2). In such a setting, the following
must be true: (a) the amount of the loan or loans obtained may not exceed the amount of pledged
funds; (b) the loan amounts received must be based on a reasonable expectation of the receipt of
pledged funds (as documented by cash flow charts or financial plans provided by the political
committee to the lending institution); (c) a separate depository account must be established at the

lending institution or the lender must obtain an assignment from the political committee to access
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funds in. a committee account at another dépository institution; and (d) the loan agreement must
require the deposit of contributions and interest income: pledged as collateral into the separate
depository account for the purpose of retiring debt according to the repayment requirements of
the loan agreement. 11 C.F.R. § 100.82(e)(2)(i)-(iv). In satisfying the regulatory requirements
set forth above, a political committee may also use a combination of the two described methods
or some other reasonable method to ensure repayment. If some other 'me;hod is used, the
Commission will “consider the totality of the circumstances on a case-by-case basis to determine
whether the loan was made on a basis that assures repayment.” 11 CFR.§1 00.82(e)(3).

Despite the bombastic rhetoric and baseless accusations employed by Complainants in

both the original and supplemental Complaints, the facts clearly establish that the loan agréeement

entered into by MC and TNB satisfied each of the regulatory requirements set forth in 11 C.F.R."

§§ 100.82(a) and 100.82(e). As such, there is absolutely no basis for the Commission to believe
that an improper contribution was made by TNB to MC in violation of 2 U.S.C. § 441(b) and 11
C.F.R. § 114.2. First and foremost, as required by 11 C.F.R. § 100.82(a), the loan at issue in this
matter was made in “the ordinary course of business” and in accordance with both applicable
banking laws and regulations (at the federal and state levels). 'The loan documents provided to
the FEC in MC’s April 30, 2014 Miscellaneous disclosure make this abundantly clear. Through
that submission, MC provided the Commission (and the public at large) with detailed
information regarding the nature of the bank loan between TNB and the committee. Included
among the reported data were the promissory note entered into between TNB and MC -(attached
hereto as EXHIBIT #2), the corporate resolution to borrow/grant collateral executed by MC and
Mr. Perry (attached hereto as EXHIBIT #3), and the errots and omissions agreement by arid

between TNB and MC (attached hereto as EXHIBIT #4). Each of these documents clearly

5 - ———— e e e Al B e i e = * mma
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establish that the loan was made via a legitimate, arms-length transaction that satisfied the
requirements of federal and Mississippi state law applicable to the lender and borrower,
including all legal requirements obligating a bank loan arrangement to address such substantive
matters as: payment terms; interest calculation; prepayment; late fees; default; interest after
default; changes in ownership; insolvency; rights of setoff, collateral; successor interests;
attorneys’ fees and expenses; the correction of clerical errors; and other similar subjects.
Moreover, each of the financial documents provided to the FEC confirm that there was nothing

at all “extraordinary” or “unordinary” about the loan agreement between TNB and MC. The

loan was, in both the common and regulatory sense of the phrase, “made in the ordinary course .

of business.”
Examining the terms of the loan agreement between TNB and MC, as set forth in the

documents provided to the FEC in the committee’s April 30, 2014 Miscellaneous filing, it is

. abundantly clear that each of the distinct regulatory requirements of 11 C.F.R. § 100.82(a)(1)-(4)

are met. For example, the promissory note-provided to the Commission plainly reveals that TNB
charged an annual percentage rate of 2.86%° on its loan of $250,000 to MC. This rate of interest
was also reflected on MC’s other public disclosures with the FEC in April and May 2014.% A
rate of interest such as the one charged by TNB in association with the present loan is usual and
customary for loans of the particular size and category entered into by MC. As such, no
reasonable -case can be made by Complainants that TNB’s loan with MC in any way failed to

meet the regulatory requirements of 11 C.F.R. § 100.82(a)(1), which mandate that a bank loan

? Under the terms of the loan agreement between TNB and MC, this basic rate of interest-could change in the case of
default. Likewise, MC could incur a “late charge” of 4.080% on the unpaid portion of the regularly scheduled
payment or $5.00 (whichever is greater) for payments made 16 days or more late.

4 See, e.g., the following: MC's 2014 First Quarter FEC disclosure (filed April 15, 2014); MC's First Amended 2014

First Quarter FEC disclosure (filed May 12,2014); and MC's Second Amended 2014 First Quarter FEC disclosure
(filed May 17,2014). ‘

-9.
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“bear([] the usual and customary interest rate of the lending institution for the category of loan

involved.” In fact, the Complaints submitted to the Commission in the 'preseht matter by TPPCF
and Ms. Martin do not even attempt to contest this point.

Along the same lines, Complainants can offer no compelling reason for the Commission

to question whether TNB’s loan to MC in any way fails to meet.the regulatory requirements set.

forth in 11 C.F.R. §§ 100.82(a)(3)-(4). The documentation provided to the FEC in conjunction
with MC’s disclosure of the TNB loan makes it abundantly clear that the obligation at issue.in
the present review is “evidenced by a written instrument” and “subject to a due date or
amortization schedule.” The terms of the loan agreement at issue were plainly memorialized in
the promissory note provided to the Commission in MC’s April 30, 2014 Miscellaneo-us'
disclosure. In spelling out the specific terms of the loan, the disclosed promissory note clearly
establishes a maturity date of June 3, 2014 for the obligation and asserts that “[bJorrower will
pay this loan in oné principal paymient of $250,150.00 plus inter'est on June 3, 2014.” (EXHIBI.T
#2, pg. 1). Based upon these facts, Complainants- have no ability whatsoever to question the
permissibility of the TNB loan under 11 C.F.R. §§ 100.82(a)(3)-(4). The contents of the
Complaints bear this out, as TPPCF and Ms. Martin make no claims challenging the existence of
a written instrument memorializing the TNB loan or specifying its due date.

Given the above facts, Complainants entire challenge to the legitimacy of the TNB loan
rests on the contention that the obligation fails to meet the regulatory requirements of 11 C.F.R.
§ 100.82(a)(2). As discussed in greater detail above, 11 C.F.R. § 100.82(a)(2) requires a bank
loan entered into with a nonconnected political committee to be “made on a basis which assures
repayment.” To qualify as a basis that assures repayment, a loan must be structured. using one of

the methods described in 11 C.F.R. §§ 100.82(e)(1) or 100.82(e)(2), a combination of the

-10-
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methods described in those regulatory sections, or in some other reasonable fashion that ensures

reimbursement of the loan. See 11 C.F.R. §§ 100.82(e)(3). Complainants argue that the TNB’s

loan to MC fails to meet any of these requirements because there was no “collateral to support
the loan” and.“no perfected security interest in any collateral.” (See Origidal Complaint, pg. 4).
Such statements are wholly inaccurate when it comes to describing the nature of the TNB loan,
and only go to show the lengths to which TPPCF and Ms. Martin will stoop to attack ‘those
supporting Senator Cochran and opposing State Senator McDaniel.

As should be readily clear from the contents of the promissory note, corporate resolution
to borrow/grant collateral, and errors and omissions agreement associated with the TNB loan, the
obligation at issue in the present matter was structured in a manner wholly consistent with the
requirements of 11 C.F.R. § 100.82(e)(1). Specifically, the TNB loan to MC was secured with
collateral (a certificate of deposit), which held a total value equal to or greater than the value of

the $250,000 loan. The existence of this certificate of deposit as collateral was clearly

" establishied in the promissory note by and between TNB and MC, as well as in the Second

Amended 20.'14 First Quarter FEC disclosure submitted to the Commission on May 17, 2014.
(See EXHIBIT #2, pg. 1). Likewise, as required by regulation, TNB’s security interest in the
collateral was fully perfected in accord'ance with the requirements of Mississippi law. Under
Mississippi state law, a security interest in a certificate of deposit (deposit account)

collateralizing a loan is perfected by control over the actual collateral in accordance with the

requirements of Mississippi Code § 75-9-314, not by filing a UCC-1.°> This is typically

5 Complainants contend that TNB's security interest in the certificate of deposit (deposit accourit) collateralizing the
loan to MC cannot be “perfected” until such time as the bank files a UCC-1 form with the State of Mississippi. See
Supplemental Complaint, pg. 4 and 8. This represents a fundamental misunderstanding of the law of secured
transactions in Mississippi. Security interests in certificates of deposit and deposit accounts, in accordance with the
demands of M.C. §§ 75-9-312 and 75-9-314, may only be perfected by control over the actual collateral at issue.

-11-
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established by execution of an Account Control Agreement (“ACA”™) or Assignment of Deposit
Account (“ADA”) that sets forth rights to and control over the funds maintained in the certificate
of deposit (deposit account) that is pledged as collateral. For as long as the ACA or ADA is in
effect, the lender will have a perfected security interest in the pledged certificate of deposit
(deposit account). In the present matter, it is reédily apparent that TNB obtained control over the
collateral securing the loan through an ADA. (See EXHIBIT #2, pg. 1). As such, TNB held a
pérfected security interest in the certificate of deposit (deposit account). securing the loan at issue
in the present matter dated from the loan’s actual date of issuance.

In light of the abo.ve facts, it makels little sense for the Complainants to argue that the loan
agreement between TNB and MC somehow ran afoul of the regulatory requirements of 11
CF.R. § 100.82(e). Despite claims about unfiled UCC-1 forms and unperfected security
interests (lodged by TPPCF and Ms. Martin), the available evidence firmly establishes that TNB
held control (and therefore a perfected security interest) over the certiﬁ;:ate of" deposit
collateralizing the MC loan. Given that fact and the established value of the certificate of deposit
at issue, there is absolutely no reason for the Commission to believe that TNB and MC entered
into a loan that failed to meet the regulatory obligations set forth in 11 C.F.R. § 100.82(e)(1) or
otherwise failed to assure repayment. In turn, and based upon the uncontroverted evidence
presented herein, there is no subsequent justification for the Complainants’ assertion that TNB’s
loan to MC was impermissible or hon-compliant with the requirements of 11 C.F.R. § 100.82(a).
The simple truth is that the loan at issue in this dispute squarely met each of the regulatory
requirements of 11 C.F.R. § 100.82 and was both legal and acceptable under the Act. As such,
any contention that the TNB loan to MC was somehow an illegal or improper contribution

should be dismissed as patently incorrect and devoid of evidentiary foundation. To this point,

-12-
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the Commission should consider Complainant's initial allegation wholly meritless, moot, and
cause it to be summarily dismissed without further investigation.

B.  Mississippi Congervative’s Loan_from Trustmark Nitional Bank Did NOT
Have Any Pérsonal Guarantors or Endorsers, and Therefoie thé Committee:
Did NOT Violate the Act or FEC Regulations by Failing to Disclose the
Provider of the Certificate-of-Deposit Securing the Loan. '

The second discernible allegation raised by the Complainants in their original and
supplemental Complaints against the Named Parties centers on the notion that Respondents
violated the Act and its associated regulations by failing to disclose the identity of the person
who provided the certificate of deposit securing the loan between TNB and MC. Specifically,
Complainants assert that Respondents failed to meet their regulatory obligations under 11 C.F.R.
§'104.3(a)'(4).(iv) and 11 C.F.R. § 100.82(c) by refusing to characterize the provider of the TNB
loan collateral as a guarantor on MC’s FEC disclosure reports, and likewise by failing to treat the
guarantee itself as a contribution under the Act. (See Supplemental Complaint, pg.. 6-7).
According to the claims advanced by TPPCF and Ms. Martin in the Complaints, federal

campaign finance law compels the Named Parties to treat “the owner of a certificate of deposit

" pledged as collateral” for a loan as a guarantor whose identity must be disclosed in compliance

with FEC rules and regulations. (See Supplemental Complaint, pg. 5). Such pronouncements,
although clothed in legalistic rhetoric, are wholly without merit. Nothing in federal campaign
finance law or the contents of either the original or supplemental Complaints provide a
reasonable basis upon which to assert that the provider of a certificate of deposit collateralizing a
loan is automatically a guarantor or endorser of that loan. This is simply a legal fiction created
by the Complainants to help advance their politically-motivated agenda. In turn, and upon

review of the facts and arguments presented below, it should therefore be readily apparent to the

-13-
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Commission that TNB’s loan to MC had no guarantors or endorsers, and that MC faced no
associated guarantor or endorser disclosure obligations under the Act.

The legal provisions at the heart of the present allegation are three separate FEC rules
dealing with the tredtment of guarantors or endorsers of loans to political committees, The first

of those provisions, 11 C.F.R. § lO4.3(a)(4)(_iV), deals with the public disclosure of loan

guarantors and obligors. Under the terms of this Cominission regulation, a political committee

receiving ;1 permissible loan from a financial institution or any other source is required to
disclose “each person whom makes [the] loan ... together with the identification of any endorser
or guarantor of such loan, the date such loan was made and the amount or value of such loan.” A
committee must satisfy this obligation by filing a Schedule C-1 attachment in conjunction with
the first periodic FEC report due after the new loan or line of credit is established. See 11 C.F.R.
§ 104.3(d)(1). The contents of this scheduile collectively require a committee to report a. wide
variety of information regarding the nature of the loan or liné of credit at issue, including the
name, mailing address, employer and occupation of all guarantors and obligors, and the “amount
guaranteed outstanding” for such guarantors or obligors. Any time the data provided on a
Schedule C-1 changes following its initial filing, an amended schedule must also be submitted
with the.next periodic report. |

The second and third FEC regulations at issue in the present allegation are 11 C.F.R. §
100.52(b) and § 100.82(c), which govern the treatment of endorsements or guarantees under
campaign. contribution rules. Under 11 C.F.R. § 100.52(b) and 11 C.F.R. 100.82(c), an
endorsement or guarantee of a loan is treated as a contribution under the Act. The value of such
contribution, which is subject to public disclosure under 11 C.F.R. §104.3(a) and other FEC

regulations, is defined to be equal to the total amount of the loan for which the endorser or
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guarantor is liable. This amount. is considered 'to courit against the endorser's or the guarantor's
federal contribution limits only to the éxtent that the loan remains outstanding. In turn, the
amount charged against an endorser's or guarantor's individual donation limit can be
proportionally reduced via repayment of the endorsed or guaranteed loan.

Based upon a misguided understanding of the nature of the loan agreement between TNB
and MC, Complainants seem to believe that the Named Parties have run afoul of all of the above
FEC regulations. Specifically, Complainants contend that Respondents violated 11 CF.R. §
104.3(a)(4)(iv) by not disclosing the provider of the certificate of deposit (deposit account)
collateralizing the TNB loan as a "guarantor” or "endorser” for the loan. Likewise, TPPCF and
Ms. Martin assert that the Named Parties violated 11 C.F.R. § 100.52(b) and. § 100.82(c) by not
treating the value of the certificate of deposit collateralizing the TNB loan as a guarantor or
endorser contribution under the Act. Such allegations by the Complainants are wholly
unsupported by the evidence and based on a fundamentally false presumption — the notion that a
deposit account collateralizing a loan somehow transforms the provider of such account into a
loan guarantor or endorser. Nothin.g could be further from the truth.

Collatera;lization, guaranty and endorsement are entirely separate and unique means for a
lending institution to protect its financial interests in a loan setting. Collateralization allows a
lender to "secure" its loan to a particular Borrower using tangible assets. Guaranty and
endorsement protect the monetary interests of a lending institution in an entirely different.
manner, however — by creating independent agreements by and between lenders, borrowers and
third parties whereby third parties promise to assume the financial responsibilities of the primary
borrower upon default. Given these facts, it is mi.sguided to- conflate the act of collateralizing a

loan with the decision to become an obligor or endorset. In much the same way, it is erronéous

-15-



OO PN P P S GO YR

to assert that the provision of a certificate of deposit or deposit account as collateral for a loan or
line of credit in any way transforms the source of that collateral into a guarantor or endorser of
the loan. This point is clear upon a basic examination of the legal terms "guarantor" and
"endorser", and upon consideration of the 1anguaée of the Act, FEC regulations, and other
administrative guidance.
In common legal terms, a "guarantor" is defined to mean a person who makes a guaranty
r "a promise to answer for the payment of debt or performance of obligation if [the] person
liable in the first instance fails to make payment or perform obligation."® Thus, in order to
qualify as the legal guarantor of a loaﬁ, an individual must provide a lender with an affirmative
pledge to assume responsibility for the obligations or debts of the borrower if he, she or it goes
into default. This promise is typically put into place through an independent guaranty agreement
execﬁted by and between the lending institution, borrower, and guarantor.” Even in the absence
of such a written guarantee covenant, however, an individual cannot become a guarantor without
some express agreement among the parties for someone to secondarily assume the financial.
respc.)nsibilities of the borrower and full terms of the loan in case of default.® Metely aiding in
the collection of collateral to secure a loan will not obligate an individual to assume the

responsibilities and terms of the borrower. For example, providing assistance with the

¢ See Black's Law Dictionary, Abridged 6" Edition, definitions of the terms "guarantor” and “guaranty”, pg. 487.

7 Guaranty agreements are typically included as addenda to primary loan documents and normaliy memorialized in
specific guaranty clauses within promissory notes.

¥ On pg. 6 of the supplemental Complaint, TPPCF.and Ms. Martin wrongly-contend. that the provider. of a certificate
of deposit for the collateralization of a loan must, by definition, bé a "gudranlor“ because the funds pssociated with
the deposit account provide the lendeér with-setiirity. in case of default.” Such an argunient’ reﬂccls the  degree to

‘which the Complainants fail to understand the term “guarantor”, Th order to qualify as a guarantor ofa loan, an

individual or entity must become: econdm lly liable for.all ofthe financial respousibilitics of the borrowcr in case of
tefault-and become subject to the.full obligations-of thé loan.; agreement. itsélE. Such secondary liability clearly did

not occur in this case.
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collateralization of a loan simply will not trigger legal responsibility for default payments, late
charges, attorneys' fees, expenses or other costs set forth in the loan agreement. As such,
providing collateral to help secure a loan is in no way the same as becoming a guarantor of the
loan itself, which requires express memox:ialization_ of secondary responsibility for the full
financial obligations facing the borrower under the terms of the applicable promissory note.

In the context of a loan agreement, the term "endorser" is defined to mean a person who
endorses or who, in writing, affirmatively accepts the primary liability associated with the
repayment of a financial obligation.” Thus, in order to qualify as the legal endorser of a loan, an
individual must provide a lender with an afﬁnﬁative pledge to assume primary responsibility for
the obligations or debts of the borrower. In most settings, this promise is put into place through a
formal co-signer agreement or an independent written endorsement document executed by and
between the lending institution, borrower, and endorser. Even in the absence of such an official
covenant, however, an individual cannot become an endorser of a loan without some express
written confirmation of a desire to assume the primary loan obligations of the borrower. Merely
aidin.g in' the collection of collateral to secure a loan will in no way compel an individual to
assume the principal responsibilities of the borrower or shoulder the basic terms of the loan. As
such, providing collateral to help secure a loan is in no way the same as becoming an endorser of
the loan itsel.

Despite Complainants' best efforts to twist the language of Merriam-Webster and Black's
Law Dictionary (see Supplémental Complaint, pg. 9) to meet their needs, the terms "guarantor"
and "endorser" simply do not apply in the present matter. The provider of the certificate of

deposit (deposit account) collateralizing the TNB loan to MC undertook no action in the present

? See Black's Law Dictionary, Abridged 6" Edition, definition of the terms"endorser” and "endorse", pg. 533-534.
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matter to qualify as either a "guarantor" o; "endorser" of the $250,150 obligation. As is clear
from the nature of the ldan documentation provided by MC in its 2014 Miscellaneous FEC
disclosure filing, the provider of the certificate of deposit entered into no agreement and made no
affirmative pledge to assume secondary responsibility for the obligations of MC should it have
gone into default on the loan. Without evidence of such a formal guaranty agreement between
TNB, MC and the provider, and without any other proof of an express arrangement Be.tween the
parties as to secondary responsibility for MC's loan, Complainants have no rea'sonable basis
upon which to ¢laim that a "guarantor" existed. as to the obligation at issue. In much the same
way, TPPCF and Ms. Martin have no justifiable foundation for asserting that the provider of the
collaieral for the TNB loan somehow qualifies as an "endorser" of that obligation. The contents
of the original and supplemental Complaints provide absolutely no evidence establishing that the
provider of the certificate of deposit at issue in this matter either -co-signed- MC's loan or entered
into some other written endorsement agreement assuming primary responsibility for MC's
financial obiigations under the loan. Complainants offer no proof as to these points because no
such evidence exists. The loan agreement entered into between TNB and MC contained
absolutely no endorsement provisions. Likewise, neither the bank nor the committee asked the
provider of the certificate of deposit (or any other third party) to in any way endorse the loan at
issue. These points are substantiated by the contents of the. loan documentation.in the poésession
of the FEC with regard to the obligation at issue.

In light of the above facts, the Commission should not have any doubt as to the hollow
nature of the Complainants' second discernible allegation. Since it is abundantly clear that the
loan agreement executed between TNB and MC had no secondarily-liable "guarantors™ and no

primarily-liable "endorsers", there is absolutely no basis for the FEC to believe that the Named
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Parties somehow failed to meet their regulatory obligations under 11 C.F.R. § 104.3(a)(4)(iv), 11
C.FR. § 100,52(b), or 11 C.F.R. § 100.82(c). Due to the fact that no "guarantor" or "endorser"

existed in connection with the TNB loan, MC and Mr. Perry had no legal responsibility to

identify any guarantors or endorsers under 11 C.F.R. § 104.3(a)(4)(iv). Likewise, since no

"guarantee” or "endorsement" took place in association with TNB's loan to MC, the Respondents
had no guarantee or endorsement amount to report as a contribution in accordance with 11
C.FR. § 100.52(b) and 11 C.F.R. § 100.82(c). Given these determinations, it is clear that
Complainants have failed to present a cognizable allegation upon which relief can be granted and

likewise failed to identify any reasonable basis for additional Commission investigation. As

such, the FEC should disregard the second claim raised by TPPCF and Ms. Martin, and

subsequently cause it to be dismissed without further consideration.

C. Mlss1ssmpl Conservatives Dld NOT Delibeiratcly ‘File False. or Inaccuiate

Dlsc.lown e Reports:with the. 1e. EEC in Order to. Qbscure tl the Nature of the Loan TLosan
A reement Entered :into. Between: the Coimmittce and: Triistinaik N'Ithllal
Bank

| The third discernible allegation raised by the Complainants in their original and
supplemental Complaints relates to the Named Parties’ preparation and submission of FEC
disclosure reports. Specifically, Complainants accuse Respondents of “deliberately fil[ing] four
false FEC reports” for MC and otherwise “fail[ing] to file ... accurate FEC report[s]” regarding
the committee’s activities. (See Supplemental Complaint, pg. 7). To this point, the Complaints
reference the following FEC disclosures as containing false information — MC’s original 2014
First Quarter FEC disclosure (filed on April 15, 2014); MC’s Miscellaneous disclosure réport

(submitted on April 30, 2014); MC’s First Amended 2014 First Quarter FEC disclosure (filed on
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May 12, 2014); and MC’s Second Amended 2014 First Quarter FEC disclosure'® (submitted on
May 17, 2014). (See Supplemental Complaint, pg. 7-9). In regard to the first three of these
disclosure reports, TPPCF and Ms. Martin accuse the Named Parties of purposefully providing
false information concerning the nature of the loan from MC to TNB, including whether or not it
was secured by collatefal (and the total value of such collateral), and whether or not th'e_re were
any guarantors or endorsers for the loan. (See Supplemental Complaint, pg. 7-9). The
Complainants also allege that the fourth of the listea reports contains false and misleading
information due to the fact that it described TNB’s security interest in the loan it made to MC as
“perfected” when no UCC-1 form was filed in conjunction with the loan. These claims, while
fully aligned with Complainants’ overall political attack on MC and its activities, are simply
inaccurate. Respondents never deliberately or knowingly divulged any erroneous information in
MC’s periodic FEC filings, and always utilized “best efforts” to ensure proper reporting and the.
correction of any technical defects in disclosure. As such, and as the facts below cleaﬂy display,
the Named Parties undertook all reasonable care to meet their full compliance obligations under
11 C.F.R. §§§ 102.2, 104.14(a), and 104.14(d) to provicie both the public and the FEC with
complete, timely and accurate periodic disclosure reports.

The core of Complainants' allegations regarding the filing of false FEC disclosure reports
centers on the information provided by the Named Parties on the Schedule C-1 addenda
explaining the nature of the TNB loan to MC. In the committee's original 2014 First Quarter

disclosure report, 2014 Miscellaneous filing, and First Amended 2014 First Quarter disclosure

' Throughout the contents of the Supplemental Complaint, Complainants use a number of inaccurate monikers to
refer to MC’s May 17, 2014 FEC. For example, they reference it as the “Third Amended April Quarterly FEC
Report” and the “May 18, 2014” report. As the FEC record-keeping system clearly shows, neither label is accurate.
The May 17, 2014 report filed by MC was filed on that date and was the committee’s second amended disclosure
report for the first quarter of the present calendar year.
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report, Complainants take issue with MC's nondisclosure of guarantors or endorsers associated
with the TNB loan and the fact that the committee failed to report that the loan was secured by a
certificate of deposit worth $250,000. (See Supplemental Complaint, pg. 8). The first of these
issues was discussed at length previously in this Response. As set forth above, the loan at issue
in the present matter did not have any "guarantors" or "endorsers" who were secondarily or
primarily liable for the loan obligations and responsibilities of MC. As such, there was no
regulatory obligation under 11 C.F.R. § 104.3(a)(4)(iv), 11 C.F.R. § 100.52(b), or 11 C.F.R. §
100.82(c) for the committee to report the identity of such guarantors or endorsers on the
Schedule C-1s submitted on April 15, 2014, April 30, 2014, and May 12, 2014, Much the same
can be said for the Schedule C-1 addendum associated with the May 17, 2014 disclosure report.
The omission of any "guarantor" or "endorser" data on all of those reports was wholly accurate
and in line with the requirements of the Act and FEC regulations. In turn, there is no reason for
the Commission to believe that the Named Parties submitted false or inaccurate information —
deliberately, unintentionally or otherwise — regarding the guarantee or endorsement of the TNB
loan in any of their FEC repo.rts. The second of the issues raised by Complainants with regard to
the April 14, 2014, April 30,_2014, and May 12, 2014 FEC disclosure reports does bear further
consideration, however. |

As pointed out by TPPCF and Ms. Martin in their supplemental Cbmpla:int filed on May
19, 2014, the Schedule C-1s filed by the Named Par_ties in connection with their 2014 First
Quarter disclosure report, 2014 Miscellaneous submission, and First Amended 2014 First
Quarter disclosure report lacked any indication that the TNB loan was secured by tangible assets.
(See Supplemental Complaint, pg. 8). A&ditionally, those filings appear to have lacked a

descriptive narrative identifying those collateralizing assets and their value. Such omissions by
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MC were nothing more than ihadvertent oversights on the part of the committee, which were
subsequently corrected on the Second Amended ‘2014 First Quarter disclosure submission filed
on May 17, 2014. These technical defects in the April 14, 2014, April 30, 2014, and May 12,
2014 submissions by MC were the unintentional result of huinan efror by committee staff when
preparing those disclosures. When organizing and drafting the initial 2014 First Quarter
disclosure report in the FECFile system, MC staff accidentally checked the "NO" operational
box when completing the steps associated with the Schedule C-1 describing whether TNB loan
was secured by collateral, As a result of this minor error; the MC staff were not asked to provide-
a narrative description of the collateralizing assets or an explanation of their value. Such dialog
boxes only appear if the "YES" operatioria_l box is checked by the computer operator.

Unfortunately, despite the best efforts of Mr. Perry and other MC staff, this error was not

identified before filing, and no information regarding the nature,of the $250,000 certificate of

deposit collateralizing the TNB loan to MC was included on the April 14, 2014 report.

Due to the saving of previous data in the FECFile system, this same defect was

:unfortunatcly carried over fo the Schedule C-1 forms associated with MC's 2014 Miscellaneous

disclosure report and First Amended 2014 First Quarter submission filed on April 30, 2014 and

‘May 12, 2014, These reports, although reviewed for accuracy and comipleteness by Mr. Perry

and MC staff (utilizing all available efforts and resources), were regrettably not flagged as

- potentially erroneous. It was not until after MC's May 12, 2014 report was submitted that it was

brought to the attention of the committee that there may have been an unintentional omission of
collateral data-on the Schedule C-1s associated with the previous three FEC disclosures. As
explained at length above, that singular defect was in rio way deliberate or intentional. In spite

of the ill intents assigned by the Complainants to the Named Parties' handling of this reporting
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error, the mistake was purely one of oversight and not one of deliberation, This conténtion is

- supported by all of the activities undertaken by MC. with respect to the TNB loan agreement,

particularly those associated with the collateralization of the agreement. At no point in time after

entering into that agreement did MC ever seek to obscure or hide from thé Commission or public

.information regarding the nature of its loan agreement with TNB. In fact, as required by the Act,

Respondents publicly disclosed the promissory note, corporate resolution to borrew/grant
collateral, and errors and omissions agreement by and between TNB and MC. These materials
clearly revealed the existence of the $250,000 deposit account (certificate of deposit)
collateralizing the loan, so there is absolutely no reason to believe that the Named Parties
deliberately or intentionally checked the "NO" box on the discussed Schedule C-1s. (See
EXHIBIT #2, EXHIBIT #3 and EXHIBIT #4). To assert otherwise, as TPPCF and Ms. Martin
do in their supplemental Complaint, is simply false and uncorroborated by the facts. Therefore,
when assessing the validity of the present allegation, the Commission should recognize the
Complainants' accusation for what it is — a blatant attempt- by TPPCF and Ms. Martin to elevate
what is an inadvertent technical disclosure defect into a deliberate "conspiracy" or "scheme" that
is politically problematic for MC and Senator Cochran, 'i‘hc FEC should not reward such blatant
media grandstanding on the part of the Complainants, and should refrain from taking any formal
action against the Named Parties with respect to the described (and corrected) technical defects
in past public disclosures.

In addition to the above "errors" or "omissions" in filing, Complainants also allege that

the Named Parties deliberately failed to meet their FEC disclosure obligations when they

reported that TNB had a "perfected security interest" in the collateral associated with the MC

loan detailed in the Second Amended 2014 First Quarter disclosure report. This claim grows out
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of Complainants' previous arguments (discussed at length above) regarding the nature of the
security interest in the certificate of deposit held as collateral by TNB for its loan to MC. TPPCF
and Ms. Martin, as documented in great detail in this Response, believe that TNB's loan to MC
was improper because TNB-never perfected its security interest in the collateral by filing a UCC-
1 submission with the Sta.lte of Mississippi. As such, Complainants' believe it was false and.
erroneous for the Named Parties to disclose TNB's security interest as "perfected" when no such
UCC-1 had been filed by the bank. Based upon the facts and analysis presented in this
Response, there should be no doubt that this contention is wholly erroneous, Given the fact that
TNB's security interest in the certificate of deposit (deposit account) was perfected through
control in accordance with the requirements of Mississippi Code §§ 75-9-312 and 75-9-314, it
was altogether accurate and appropriate for MC to describe t}_le interest as perfected on its May
17, 2014 filing. In turn, there is no reason for the Comimission to believe that the Named Parties
submitted false or inaccurate information — deliberately, unintentionally or otherwise — regarding
the status of TNB's security interest in the assets collateralizing the loan agreement with MC.
Given the above.f;acts, it is abundantly clear that the third allegation included in the
Original and Supplemental Complaints has no evidentiary foundation and provides no basis for
further Commission investigation, Respondents gave their “best efforts” to comply with 11
C.F.R. §§§ 102.2, 104.14(a), and 104.14(d), and to provide both the public and the FEC with
complete, timelj and -accurate periodic disclosure reports. To the extent minor errors or
omissions existed in any of MC's submission to the FEC, such technical defects were wholly
inadvertent and had no bearing on the ability of the Commission to understand the nature of the
permissible loan agreement between TNB and MC. Furthermore, Respondents took immediate

remedial action to self-correct such errors and omissions and to ensure that MC's public
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disclosure reports were as accurate as humanly possible. In light of these facts, the Commission
should consider Complainants' third discernible claim wholly meritless, moot, and cause it to be
summarily dismissed without further investigation. _

D.  Mississippi Conservatives Did NOT Conspire. to. Hatch and Impliement an

Unlawful Scheme Designed to Vidlate Fedéral Campaign Finance Law sgid
Associated FEC Regulations.

The fourth discernible allegation raised by the Complainants in their original and
supplemental Complaints asserts that MC and its associated personnel coordinated with TNB and
Mt. Walker to hatch and implement an unlawful scheme to violate fe.deral campaign finance law
and FEC regulations. Specifically, Complainants assert that MC and Mr. Perry “acted in
concert” with TNB and Mr. Walker to “deliberately, knowingly, and willfully violate the
prohibition against contributions by national banks to federal political ;:ommittees” and to
“hatch[] and implement[] ... [a] scheme [to commit] multiple violations of federal law.” (See
Supplemental Complaint, pg. 9). Although the Complaints fail to provide any evidentiary
foundation for this particular assertion, Complainants: are quick to characterize the Named
Parties as conspirators, violators of law, perpetrators of illegal conduct, filers of false
informaﬁon, and other inflammatory terms designed to draw negative media attention to MC,
and by proxy, Senator Cochran. Such labels, while politically expedient for TPPCF and Ms.
Martin, are wholly devoid of any factual support or backing. In fact, such allegations border on
the absurd and show the lengths to which the attention-hungry supporters of State Senator
McDaniel are willing to go to assassinate the character of Senator Cochran and all who support
him. The simple truth is that MC and Mr. Perry never engaged in conduct (independently or in
conjunction with TNB or Mr. Walker) that could in any way be construed as aftempting to hatch

or implement a scheme to accept an illegal contribution or hide an improper loan from TNB, or
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to otherwise violate the tenets of federal campaign finance law. As such, and upon consideration
of the facts and arguments presented below, it shm;ld be clear to the Commission that the Named
Parties are in full compliance with federal law, and that the final allegatior_i raised by
Complainarits is wholly without merit.

The crux of Complainants® fourth allegation against the named parties is based on the
provisions of 2 U.S.C. § 437(g)(d)(1)(A). (See Supplemental Complairit, pg. 9). This section of
the Act specifically provides that “any person who knowingly and willfully commits a violation
of ... [FECA] which involves the making, receiving, or reporting of any contribution, donation,

or expenditure — (i) aggregating $25,000 or more during a calendar year shall be fined under title

18, United States Code, or imprisoned for not more than 5 years, or both.” To verify its legal

applicability, Complainants would need to egtablish that their Complaints relate to contributions,
donations or expenditures valued at $25,000 or more, offer proof that a substantive vjolation of
the Act took place, and present compelling evidence that Respondents both knowingly and
willfully committed such violations. In the present matter, Complainants fall well short of
meeting each of the elements of this multi-prong standard. In fact, the Complaints filed by
TPPCF and Ms. Martin struggle to meet the baseline element of establishing that the accusations
at issue involve contributions, donations or expenditures greater than $25,000, let alone
demonstrating the more exacting elements of the statutory provision — proving that clear
violétions of the Act took place and that the Named Parties had the requisite intent to commit
such violations.

To put it simply, the Complaints submitted by TPPCF and Ms. Martin fail to provide the
Commission with any justifiable basis to believe that Respondents violated or potentially

violated 2 U.S.C. § 437(g)(d)(1)(A): First, Complainants’ scattershot submission to the FEC
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offers no clear evidence that the allegations lodged against the named -parties involve
contributions, donations or expenditures in excess of $25,000. Despite Complainants’ best
c_ef'fort-s to categorize the loan from TNB as an improper contribution or donation to MC, the facts
and an.alysis provided in this kesponse clearly establish the erroneous nature of such an
interpretation. The $250,000 loan at issue in the present matter does not qualify as & contribution
or donation under the Act and thus would not satisfy the baseline monetary element of the multi-
prong test set forth in 2 U.S.C. § 437(g)(d)(1)(A). By comparison, the independent expenditures
undertaken by MC in support of Senator Cochran and in opposition to State Senate McDaniel do
have an aggregate value in excess of $250,000, but it is not their appropriateness or the
appropriateness of their disclosure that is at issue in the present Complaints. Rather, the
Complainants. are soicly concerned with the i)ature of the TNB loan and its reporting by MC. As
such, there is no evidence presented by either TPPCF or Ms. Martin to satisfy the contribution,
donation er expenditure substantive prong of 2 U.S.C. § 437(g)(d)(1)(A).

In much the same way as the Complaints submitted by TPPCF and Ms. Martin fall short
of meeting the requirements of the first prong of the 2 U.S.C. § 437(g)(d)(1)(A) standard, they
likewise fail to provide any evidentiary support for the satisfaction of either of the statutory
provision’s key substantive elements — proof of clear campaign finance violations and proof of
knowing and willful intent to commit such violations. The Complainants’ inability to establish
the first of these key substantive elements is well documented throughout this Response.
Moreover, their failure to substantiate the second element is readily apparent from even a cursory
review of the Complaints. Despite the charged rhetoric and acciusatory tone utilized by the
Complainants, they offer absolutely know evidence whatsoever. regarding the intent of MC arid

Mr. Perry. Complainants simply provide no documentary or testimonial substantiation for their
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assertion that the Named Parties knowingly and willfully violated federal c.ampai_gn finance law.
Even worse, Complainants offer no reasonable basis for even lodging such accusations. They

instead rely on groundless speculation and the innocuous fact that MC filed amendments to its

FEC disclosure reports to justify making this final allegation. In doing so, Complainants are .

making a mockery of the complaint-submission systern and transforming it from a respected part
of the FEC’s regulatory process to yet another cheap political and public relations tool.

The Commission should not reward the transparent political tactics of TPPCF and Ms.
Martin by giving their fourth and final allegation any further consideration. Given the facts and
analysis presented above, it should be. abundantly clear that the Complainants have given no
evidentiary basis for the Commission to believe a 2 U.S.C. § 437(g)(d)(1)(A) violation has
occurred. Likewise, it should be readily apparent that Complainants have fallen weli short of
establishing any reasonable justification for pursuing further Commission investigation of this
subject. The Complaints submitted provide absolutely no suppoit for the assertion that
Respondents acted in concert with TNB and its President to deliberately, knowingly and willfully
hatch and implement .an unlawful scheme to violate federal campaign finance law. Likewise, the-
explanation provided in the present Response clearly illustrates that MC’s conduct with respect.
to TNB’s institutional loan was in full compliance with the Act and its associated rules and
régulations. In turn, the Commission should consider this claim wholly meritless and cause it to
be summarily dismissed without further investigation.

III. Conclusion

As the information contained within. this Response clearly sets forth, Respondents have

done nothing to run afoul of the legal requirements of federal campaign finance law. Despite

this fact, however, Complainants seem comfortable making unsubstantiated allegations and
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preseriting ineffectual “évidénce” against Resporidents, presumably for the purpose of politically
benefitting State Senator McDaniel during his heated primary campaign with Senator Cochran.
As a result of these actions and the meritless nature of Complainants' claims, the Commissien
should summarily dismiss the Complaints against the Named- Parties and find that there is no
reason to believe that Respondents have violated the Act or its associated rules and regulations.

Moreover, the Commission should take additional steps to ensure that the FEC complaint

process is not abused in a similar manner moving forward. As stated above, the allegations

contained within the present Complaints, and verified under oath as being accurate by TPPCF

and Ms. Martin, are inherently false and have no basis in either law or fact. The Complaint'

itself, it seems, is nothing more than a thinly-veiled political ploy on the part of TPPCF to
undermine MC and those associated it, and to viciously attack any and all individual and entities
wishing to challenge and speak the truth about the dangerous candidacy of State Senator
McDaniel.

In light of this fact, Respondents hereby respectfully request an Ordér from the

Commission obligating TPPCF and Ms. Martin to reimburse the Named Parties for the attorneys .

fees they incutred in responding to. the present Complaint.
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Respectfully Submitted,

Stefan C. Passaiitino
McKenna Long & Aldridge LLP
1900 K Street, NW

Washington, DC 20006
Telephone: (202) 496-7138

Fax: (202) 496-7756

Designated Counsel for Mississippi Conservatives

and -Mr: Brian Perry, in his capacity as Treasurer

of Mississippi. Conservatives.
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TeaPartyPatriots Citizens Fund

Mission

TPPCF Files Complaint Against Pro-
Cochran Super PAC and Trustmark
Bank

Tea Party Patrlots Citizens Fund (TPPCF) filed a complaint today with the
Federal Election Commission (FEC) naming a pro-Thad Cochran Super-PAC, the
PAC's treasurer, Trustmark Bank and the bank president as respondents. The
complaint says the respondents "willfully and knowlIngly" violated a federal law
prohibiting the bank from making a contribution to a_political committee.

TPPCF General Counsel Cleta Mitchell sald, “This Involves violatlon of federal
campalgn finance laws and blatant disregard for unambiguous FEC regulations.
Banks are forbldden from making contrlbutlons to candidates or any federal
campalgn committee. Even powerful pro-establishment insiders are required
to follow the law. Documents show that on January 31, 2014, the Super PAC
made Its first expenditure for attack ads agalnst Chris McDanlel, in the amount
of $219,540. The problem was, that was almost $90,000 more than the PAC
had In the bank at the time. How did this happen?”

The scheme was revealed in pro-Cochran Mississippl Conservatives PAC's
quarterly FEC filing on Aprll 15: Trustmark President Harry Walker authorlzed -
just two days before the anti-McDaniel ad buy-- an unsecured, uncollateralized

“loan” to the PAC. "If the PAC didn‘t have sufficient cash to secure the 'loan,’

and didn’t pledge future contrlbutions and If the Bank took no security
Interest, then under federal law, It's not a loan at all,” Mitchell sald. “It
becomes a contributioh from a bank to a campaign committee, and that is a
direct violation of federal law.”

signlificantly, Wallker made a $1,000 personal contribution to Thad Cochran's
reelectlon campalgn on the same day as the antl-McDanle! ad buy, and two
days after authorizing the unlawful loan.

TPPCF Chalrman Jenny Beth Martin also welghed In on the actions of
Mississippi Conservatlves PAC and Trustmark 8ank, “Thls pro-Cochran PAC -
funded by the wealthy Mississippl GOP ellte - was so bent on attacking Chris
McDanlel it wilifully violated federal law. The anti-McDanlel ads were, without
question, lllegally funded. Now it's time for the FEC to do Its Job and hold
these people accountable.”

To read the full complaint filed with the FEC, click here.
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P.0. Box 2096 ) 248 E. Capltnl Sueet, P O Box 291 . -
. Jacknnu. us 39225 : i 1 . Jackson, MS 39205 e

OEOUNE I S P Tl

111073_3_.232'191

I, THE UNDERSIGNED. DO HEREBY CERTIFY THAT:

THE CORPORATION'S EXISTENCE. The comploto ond corract name of the- Corporatlon Is Mlsslsslppl Conservatlvas’ l"CorporatIon').
Corpomllon s a rion-profit corparation. which Is, and at all times shall ba, duly érganized, validly existing, ‘and in. good standing under und bv

virtue of the_ laws of the State-of Mlsalunlppl. The Corporation Is duly: authorized to transact business In alt othor §tates In which-the’ Cdrpordllun
13 ‘doing business, having obtalned all nocessaty Hllings, govammoenta! liéences ‘and. approvels for oach otate In-which thy l.orpomllon Is ddlng'
buninoss. Spoclflna-lv. the Carporation ls, and nt all timas ghall be,. duly gualified as 6 foraign corporation [n all statso in which the faliure t0- g0
Quality wouold have 8 movoriol adverne effoct on Its bosiriess ar dnanclal-sondivén, The Carparation hns tha. full powar and authority'to owerits  « ..
proparties and 1o trinsait the hualness in which it'ls presently engaged or pmssmw proposos.to.engige. Tha Cerporation miintaine an eftige ot

1126 Popiar: Blvd. Jackéon, MS 39202, Unless the Carporstion has. designeted otherwise in writing, the prlnclpel offlce Ig the attice at whlch
the Corporation kaeps s books and racords. The Corporation will notify Landar prlor to any chungn Ih the lo¢ation of the Corporation's- -6tate of -
arganization or any change In tho Corporation’s name. The Corporation. sholl do all things ‘necessary.to prosaerve ang to kegp: i NII'!ofce and.
effect Ité .existence, rights: end privilages, and shall ‘comply with d@ll regulations, -rules; ordinances, statutes, orders and dacrgas, of any ..
.govarnmarital 6r quasl-goverminental authority or court applicable to- lho Corporstion and tha" Corpnrntlun s businaas actlvitiss. -

RESOLUTIONS ADOPTED. At a maating of the Directors of tho Corporollon, or if tho Corporation ls o-cldge cnrpnratlon having no Boord of .
Directors then at a meeting of the Corporation's sharsholdars, dulv colled and hald on . at which a quorum was
présent and voting, or by other duly~authorized action in lieu of o mootlng, the: regolutions set forth In lhln RasSfullon wera adopted N T

OFFICER. Tha following named person Is an officer of Migsliasippl Consarvatives: T : T

NAMES TITLES * AUTHORIZED ACTUAL SIGNATURES
“Bilart N Paty 7T . ExecutiveDlrector . IR X T Y M < M AR S

ACTIONS AUTHORIZED. The authorized parson llsted above mav enter Into any agresments of any natura with Lender, and those agreaments
will bind the Corporation. Specitically, but without limitation, the authevlzed person Is suthorized, empowered, and diracted to do the following
for and on behalf of the Corporation:

Borrow Money. To borrow, as a cosigner or otherwliae, from time to time from Lender, on such terms o8 may be agreed upon tistween the ) |
Corporatlon and Lender, such sum or sums of money as in hig or her judgment should be borrowed, without limitation, '

Exeouts Nows. To executo ond doliver ta Léndor the promisaory noto or .notps, or other ovidence of the: Corporation’s -gredit
accommodations, on Lender's farms, af such mou 6t Intgrost and on such ' tarms 08 miy bo agreed upon, ovldanclns the sums of money. s0
barrowed or any of the Corporation's Indabtednass to Lender, -and also to exacute’ angd dellvér to.Landor ono or mare ranewals, extenslons,
moriificetions, refinancinge, consatidatinng, or sutatitutions fosr ons or’ méra of tho notcs, any partlon ot the notas, ar any other evidance of
credit ocoommodations.

Grant Socurity, To- mortgage, pledge, transfer, endorse, hynolhacute, or otherwise encumber .and dellver to Lendar any proparty now.gr | ©
hereatter belonging to. the Corporation or in which the Cofparatlon now or- horeatter may have an Interest, inotuding without. limitation al of
tha Corporation’s real property and ali of !ho Corpomlon s pérsonal Propeity (wngitile or Intnnglbla). -a8 securlty for:the poymant ot any
losiin "or ¢redit accommodations so- obtalned, ony promissory notes io oxacumd lincluding any - -amandnyents-to-of modHications, renowals,
and eutanulom ‘of ‘vuch promissory notas), or-any.other or furthur lndebtodnsun ‘of the. Corpul'aﬂon to Lenddr 8t any-tima owing, however
tha ‘sdme may. be, vviabnoed. Such property-may-bs mortgaged, pladged. transfoirad, endorand, hypothoonted ‘or-encumberad atthe time
such loans are obwlnsd :of ‘such Indabtednass I8 lncum:d, or at any other time.or times, and may. bo _éjthér In edditlon to of-in;ligy of.¢ any
proparty. tharatoforo moﬂgagod, pledged, tfansterred, ondorsel, hvpothecned or encumberad,

Enogute Ganumy Dacument.:  Te axécute and dellver to Lendér the farms of mortnego, dand of trust, pindge agresment, hypothacation
agregment; -6iid ‘other security agreements and financing stataments whlch Lender may. raqulre ‘and which shall avidence the terms and
conditioris under anid. pursuant-to which such llens and-encumbirances.. or any’of -them, are given; .and -0lsg to.exicute and deliver to Lender
any other wrhtan Instruimonts,. any chatiel papar, or any-other collateral; of any kind or nétuse, which Lender may deem necesasary or propur *
in conno:tlon with or pertaining to the.giving.of tha llens and eneumbrunees

Nanotluu Itams. To draw, endorse, and discount. with Lendoc all drafs, irade ‘ncaoptancis; promissory notes, or othar avidences of
Indebtedness pavnbla 1o or belonging-to-the Corpowtlon or In which the Corporation may figve an interest, and aither to receive cash for the
sama Or 10 peuSH such proodeds to be oraditod tb the Corpomlonl sceoant ‘with tonder, or to ouuoo auch ether disposition of the .
prncondn dirived tharafram no ha or ohe moy doom advlaalﬂo

Further Acts. In tha caus of lines'of credlt, 10 dosignate additivnal or nllenmu Indlvlduula aa belng atithorized to request advances undar
such lines, and In oll cases, to do and.porform such otiver ucts and things, to pay any and all fees and costs, and to executs and déliver
sueh ather dooumenni-and ayreéementa; Inoluding agredmunts walvlhg 1Nhe righit 18 u trial by Jury, as the officer may in hla-or her discretlon -
deem reasonably necessary or proper In order to carry Into effect the pravislons. of this Resolution. '

ASSUMED PUSIMNESS NAMES. The Corporotion has filed or racorded all desumstite or fllings reaulrad by faw relating to all assumed husioean
names used by the Carporation. Exoluding the name of the Corpocetion, the following Is a complets fist of sl assumad business namas untier
which the -Carporation does busineas: Nons. 1

NOTICES TO LENDER. The Corporation will promptly notify Lender in writing at Lendar's address shown above (or such othar addresses as v i
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" GERVIFICATION CONCERNING OFFICERG AND HESOLU‘I'.IDNS. “Thig| officer nemied abdve Is duly elnotod, appointed, or einploved bv o for the,
‘Corporation, as the.case may be, and occuples the position u; oppogita his or her respective ieme. This Resclution now stands of record on °

Lendar may designate from time to time} prior to any A change ln ths Covporatlon 8 name; '{B) change in the Corporation’s nssumed'-
businase namals); (C) whango In the mynagainent of the Cotporatian; (D) change In the attheriiad eignortid; (€) changw ic-the- Cumovatlun 8" ...

principgl office sddrass; (F) changa In ths Corporation‘s atato ef oruanlzatlon, (G} converslon of tha Qorporation to a hiw ordifforant typs «of -
‘business entlty; or- {H) change in ony othér aspoct of the Corporation thot diractly or indireotly relates to sny -agresments betwean the . -

Corporation and Lender. No change in.the Corporation’s-nams or atate of orgnnlndon will take effact umll ofter Lendnr has recajved notlée.’ .

the books of the Corporation, Is in full force and etfact, and haa not hoen moditied or revoked in any manner whatsoavar.

. NO CORPORATF. SEAL. Tha Corporation has no corporete sesl, nd therefora, nio sdsl Io atiixad 3o thia Resolution. b

CONTINVING VALIDITY. Any and oll acts authorized pursuant ! lo this Resolution’ and peérformad prior to the" passage of this, Hasolutwn are, e

hareby retified ond-opproved. This Resolution ehall be. continuing, shall JYoamain in full force and offact’ and Lender may rely oA i untll wrmen
notice af its revocation shadll have been dolivered to”and racnived bv‘Lendot ot Lendar's addrass shown sbiova {or sach addreeses ‘aa Londor moy.
dosignete from me  timo). ‘Any such notice shall not effact ony at ths Corpnrmlun 8 agwnmamo or cnmmltmnnn In oﬂont 6t the time noﬂca
i3 given. ;

lll! TESTIMONY WHEREQF, | have hareunto set my, bund umi ntmt thnl the 'Iunnturo ul appusite Um namo liziud shma is Vi or har, anmim
signature,

| haws read all the provisions of this Rasolution, and § pouonnﬂy anr on heha!t of the Corporation omny thet 2l cutememn mﬂ reprnanmlom '

made In thh Resolution are true and corract. 'I'hls Corporate Ruolullon to nouow 1 Graint CUHMIGl ls datud Jenuary 29, 2014 (I
' ) v oo ‘."; .t CE*TIFIED TO AND ATTEST BY-

N - 8ilan N\ Porry, Exdbutive roctar of Mlapls'slpir . .
’ . Consarvatives 5 Lo .

..
’ e L . s " .

NOTE: 1t the officar signing this Resolutian is dwanmd by the lﬂonolng doeumm as one M tha nmnm luthonud 10 un on the Covnnmlon'o behalt, It s nvluhln 1Q heve m. Ruo\mlun .

-

L, signad by at leaat one non-gurhorized oHicar of lMCalpomIon : ’ . . HE. I
: A . i . y a . i -
v . . LASIR PR Landing, Vus. 13.4.003¢ Cagr. m.n-.ul-w-up. mv,;au. umu-m. + N3 DUTICIURICIOSC TR 139 ™34 . * DM v
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ERRORS AND GMISSIONS AGREEMENT

B -Prin:;-)-:li 77T voun Date” i l“l.uuﬂw e I.uan No o g Acet-m_n-l ] Ofticor -f_l'n:TiuIﬁ - .
. $£2%50,150.00 01-29-2014 lOG )3-2014 28743414-6‘1041 - . ) 117 .
Refatencas in tha boxes-above are*for Leres'9vee. dnlx -ind do not lintit me '?pllcabllnv of this documant to any particuler loan or Itom. ' . '
¢ Any Item above contalning "**** has been omittes dup. to text longth limitations. : g
f I Borrowot. Mlululppl Conservatives N . .. ¢ . 'Londer: ' Trustmark Nntlonal Bank ’ R v
p.0.Box 2098 ° .l ,' o ., i Jackson Main Qffica
Jackson, MS 39228 . - : " 248 E. Cepito! Stiaet, P 0 Box 291
. T o Jackson, MS 39205 ;
LOAN NO.: 28743474-69647 : - " o
The undersigned Borrower for and In consideration of.tha abova-reterencad Lendor funding ‘the closlng of this-loan egrees, lf roquested bv Lender
or Closing Agent for Lender, to fuily cooperate and adjust for clerical émm, any or ‘all loan closlng documentation If deemed necessary or )
desirable In-tha reasonable discration of Lender to endbla Londer-to sell, . convey, aeek. guaranty or ‘market zald loan to any entity, including but L !
K not limited fo an Investor, Federal Natlonal Mortgagé Assoclatlon, Fedaral Home Loan Mortgege Corporation, Governmant. National Mongago .|'
.+ Association, Federal Housing Authorlty or the Dapartmant of Vetarans Affalrg,. . . Cn
. - ' The undarsigned Borrowser does bunbv 8o agroe and covenont I nrder. to essure that this joan documentation exsouted this dete will oonlnrm )
N o and be uccentable in the markotplace in the instance of transfar,-salo or conkuneo by Lendev 'of its interest In and to sald loan documentation. |
O . DATED effective this Janvary 29, 2014 . . S Ve . ‘
-t . A f . . . L
o SOURROWER: .
A : : T
~— MISSISSIPPI'COJ ' i : "
)| -<-"4)lSE : . ! . -
Q By ) XYW ’ ; 4 Lo
A} . Brlai N. Parry, Exacutjle Diractor of Mlululppl N . .
-4 - ConServatives Ve . ve
. H , . K .:.' |
»" Sworn to and subscribod before me this .- “ day of L oo .20 g - o . ) :
. ._ |
_ TNotary Public] Lo
- My Com-mlnion Expires: o .
LASIR P90 Lasding, Voo l.a_.a.n._l_np 'E'l'- Hulmi l_v-.n-_ll-un:-a e, 1902,3016. ARG Resened. - M3 BUETCRUALNIC 'lvl.)”?l'l!-ll . : . !
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